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Summary
• Minutes from the RBA’s monetary policy meeting released last week showed that

Board members considered hiking interest rates 50bp at their February meeting. The
RBA decided to hike the cash rate 25bp on February 5, but debated the need for a
larger move. The labour price index last week showed that wage growth picked up in
4Q, rising 1.1%q/q. This week’s capital expenditures survey will likely show business
investment rebounded in 4Q. Solid business investment should help boost produc-
tive capacity and alleviate pressure on stretched resources which should, eventually,
assist in curbing inflation. The RBA’s private sector credit aggregates on Friday will
probably show credit growth eased in January.

• In what was a relatively quiet week in New Zealand on the economic data front last
week, the ASB housing confidence survey showed that optimism on the direction of
house prices continued to weaken. The sharp downturn in the housing market,
coupled with the recent drought, are likely to be the two key developments in the
RBNZ’s rhetoric, which will be painted in the next monetary policy statement on
March 6. In other data, electronic card spending showed a substantial 0.6%m/m drop
in spending on core retail goods (excluding vehicle-related industries). Higher petrol
prices and rising interest rates are taking their toll.

• The most immediate concern facing the global economy is the fallout from a potential
US recession. The resulting sustained contraction in profits and labour income would
magnify stress in credit markets that are already impaired. A US recession also would
likely spill over to parts of the global financial marketplace that have, as yet, remained
relatively unharmed. At present, US growth appears to be stalling, but the economy
has shown little sign of a pronounced shift in business and household behaviour that
would mark the onset of recession. To be sure, the economy is on a razor’s edge, and
household purchasing power appears to be getting less relief than expected this quar-
ter from food and energy prices. In addition, continued widening in credit spreads is
thwarting the transmission of Fed easing to private sector borrowing rates.

•  In the US, policymakers’ aggressive actions to offset recession risks make sense,
given the potential for large adverse consequences of a negative feedback loop be-
tween growth and credit market stress. Chairman Bernanke is likely to emphasize this
risk in this week’s testimony, laying the groundwork for additional easing next month.
If the US economy is sliding into recession, policy actions that will deliver a large
midyear tax rebate and a zero real funds rate will provide a sizable cushion in 2H08.
However, if the US economy skirts recession, policy will add to growth as the drags
fade from energy prices increases, declining residential construction, and inventory
drawdowns. In this case, the stage will be set for US growth to move above 3% in
2H08, while keeping core inflation well above the top of the Fed’s comfort zone.
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This week’s highlight
In Australia, private capital expenditure numbers are scheduled for release on Thurs-
day. Business investment will likely rise 6.0%q/q in 4Q, after falling unexpectedly in the
previous quarter.
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The global rise in food prices is not about to revert. This stag-
gering climb in food prices has been driven by both greater
demand and reduced supply. The demand-side shock can be
largely attributed to the growing appetites of the rapidly ex-
panding Chinese middle-class. The supply-side shock has
been due to an extended drought in Australia (and now NZ),
increased land allocation for biofuels, and changes to farm
subsidies in Europe. The rise in food prices is pushing up in-
flation expectations.
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There is a strong correlation between rising petrol prices and
inflation expectations. The WTI breaking through US$100 last
week, and the expectation of higher petrol prices down the
line, will only add to consumer fears and inflation expectations
in the near term.
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Headline

The RBA released a report on February 21 acknowledging,
among other things, that food price increases in recent years
have outpaced overall inflation. The report suggested that the
outlook for domestic food prices this year will depend largely
on local rainfalls. It also noted, though, that global food price
inflation may continue to put upward pressure on domestic
prices, as the prices of food exports and imports rises.
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Fiscal policy targeting lower
inflation in Australia
• Fiscal policy to play key role in macroeconomic manage-

ment, particularly inflation targeting

• Significant government spending cuts expected in federal
budget in May

• A terms of trade correction, although unlikely, could re-
sult in a budget deficit, and increased bond issuance

In response to building inflation pressures, Australia’s newly
elected Labor government last month announced a five-point
plan to fight inflation. Annual core inflation is hovering well
above the RBA’s 2-3% target range, and is forecast by the
RBA to remain uncomfortably high for at least the next two
years. Spending cuts and additional savings of more than
A$10 billion identified during last November’s election cam-
paign are key to the government’s plan to curb inflation,
which it believes is its primary challenge in the first three-year
term of government.

Budget restraint key to fighting inflation

Key to Labor’s inflation fighting plan is cutting government
spending. A budget surplus of 1.5% of GDP has been targeted
in 2008-09, up from 1.0% targeted by the previous Coalition
government. The government already has announced A$643
million of spending cuts, focused mainly on reversing prom-
ises made by the former administration.

The other four parts of Labor’s inflation fighting plan are:

• incentives to encourage private saving via, for example, first
home saver accounts. Households have saved, on average,
none of their disposable incomes since 2000;

• tackling the chronic skill shortage. Another 20,000 train-
ing places have been made available under the
government’s ‘Skilling Australia for the Future’ plan;

• alleviating infrastructure bottlenecks. A statutory body
called Infrastructure Australia will address chronic
underspending on roads, ports, and railways; and,

• boosting work force participation by helping people reenter
the work force, via practical measures such as boosting af-
fordable child care and removing other disincentives to re-
turning to work.

The measures will not immediately counter building inflation

pressures. The fiscal tightening will have to stem largely from
even deeper spending cuts given Labor has pledged to de-
liver the generous income tax cuts promised in the election
campaign. Not doing so in the government’s first term would
be committing political suicide.

Tax cuts to add further fiscal stimulus

Labor has pledged to deliver A$31 billion in tax cuts over the
next three years, in the face of a deteriorating inflation outlook
that suggests that this is economically irresponsible. When
discussing the inflation outlook in its quarterly Statement on
Monetary Policy, the RBA attributed solid household income
growth to strong employment gains, rising real wages, and
income tax relief. Although the statement did not refer directly
to the government’s planned tax cuts, five straight years of
income tax cuts have undoubtedly stimulated private demand
to a greater extent than rising interest rates have tempered it,
fanning inflation.

Indeed, the anticipated fiscal stimulus comes at a time when
the economy is calling out for restraint. The RBA recently
lifted its inflation forecasts to above the 2-3% target range out
to 2010. Labor, not surprisingly, has come under significant
pressure to defer the tax cuts, or direct at least some of them
into superannuation accounts to curb building inflation pres-
sures. The government argues, though, that planned tax cuts
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will not be inflationary, and will encourage greater work force
participation by providing incentives for people to return to
work, and encouraging skilled migration. In 2007, Treasury Sec-
retary Ken Henry estimated that tax cuts could lift labour sup-
ply about 0.1 hour a week. Increased labour supply and higher
participation would help limit wage growth, easing some up-
ward pressure from inflation.

Terms of trade to fuel even bigger surplus

Expansionary fiscal policy during the long resource boom has
made the task of curbing inflationary pressure more difficult.
The terms of trade has surged 40% over the last four years.
This helps to explain why real domestic income and nominal
GDP have risen steeply, and company profits have skyrock-
eted, fuelling faster import growth and higher production. The
widening gap between real domestic income and production
fuelled inflation, inflation which strong AUD could only par-
tially offset.

The rise in company profits led resource companies to invest in
new projects and expand production. Solid business invest-
ment—which, as a proportion of GDP, is at a record peak—and
capital deepening should continue to lift productivity growth,
which has been on a structural decline since the 1990s. Invest-
ment has reached a mature phase and the increase in capacity
and productivity growth anticipated should help dampen infla-
tion.

But, the terms of trade is on track to hit new record highs in
2008, making even more economic stimulus likely. JPMorgan’s
forecasts iron ore contract prices to rise 65%, owing to contin-
ued robust demand from China, where steel production is
growing rapidly and iron ore production is slowing. Coal con-
tract prices are expected to roughly double and, according to
our forecasts, thermal coal and coking coal contract prices will
jump over 60% and 40%, respectively. In some cases, this is
greater than the 40-50% rise in contract prices forecast for ma-
jor commodities by the RBA, so the 5% boost to the terms of
trade anticipated by the RBA probably will be surpassed. A
further rise in terms of trade would help provide the govern-
ment scope to target an even larger budget surplus.

Higher bond issuance if targets not met

That said, a terms of trade correction is a growing risk beyond
2008. The terms of trade is strongly correlated with global GDP
growth, the outlook for which has rapidly deteriorated in recent
months.

A sustained correction in the terms of trade even could lead
to budget deficits, the threat of which would encourage the
government to make even deeper spending cuts, as it prob-
ably would not have the luxury of being able to rely on posi-
tive shocks like the resource boom to generate revenue. A
deficit probably would result in greater government bond is-
suance. In 1993, for example, the fiscal deficit of 6% of GDP
was met with government bond issuance of more than A$20
billion, a small portion of which was issued solely to maintain
market liquidity. Despite having run surpluses since 1997,
ignoring a small deficit in 2001, the government has issued
around A$5 billion in bonds each year to maintain market li-
quidity. Issuance became a function of managing liquidity
rather than budget funding, especially following the elimina-
tion of net debt in 2006.

Low bond issuance can make it harder for the RBA to carry
out normal market operations. When demand for money out-
weighs supply, the RBA supplies funds to the banking sys-
tem to ease upward pressure on the cash rate target. To do
this, it buys government bonds from private holders, but low
bond issuance can make it harder for the RBA to find coun-
terparts with enough securities to offer. Greater bond issu-
ance, therefore, could grease the wheels for the RBA.
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• February minutes show RBA considered 50bp hike

• Wage growth accelerated to 1.1%q/q in 4Q

• Private sector credit growth to slow in January

Minutes from the RBA’s monetary policy meeting released
last week showed that Board members considered hiking
interest rates 50bp at their February meeting. The RBA
decided to hike the cash rate 25bp on February 5, but debated
the need for a larger move. The labour price index, meanwhile,
showed that wage growth picked up in 4Q. This week’s
capital expenditures survey will likely show business
investment rebounded in 4Q, while the RBA’s private sector
credit aggregates will probably show credit growth eased in
January amid rising interest rates.

Capex to rebound in fourth quarter
The 4Q business survey is expected to show that capital
spending rebounded 6.0%q/q, after falling 6.5% in the
previous quarter. Investment unexpectedly fell across each of
the main industry groups in 3Q—mining (-3.0%), other
selected industries (-9.3%), and manufacturing (-2.1%)—as
some firms struggled to acquire the required labour and
equipment to undertake planned investment projects.

More importantly, the forward looking component of the 3Q
survey showed that firms downgraded expectations for
spending in the year ending June 2008 to a still-healthy 14%,
from 17% previously. The downgrade probably reflected
growing uncertainty over the global growth outlook,
tightening credit conditions, and rising domestic interest
rates.

Solid business investment should help boost productive
capacity and alleviate pressure on stretched resources which
should, eventually, help curb inflation. That said, while
business investment is growing at healthy double-digit pace,
the current investment cycle is at a very mature phase, and
spending will probably start to moderate in coming quarters.

Credit growth to hold steady in January
Private sector credit is forecast to grow 1.0%m/m in January,
slowing from 1.1% in December. The annual growth rate will
fall to 16.3% from 16.5%, which was the highest level since
1989. This moderation will be welcomed by the RBA given
that credit growth has been accelerating in annual terms even
though the central bank lifted rates in August and November.
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In January, business lending will again underpin total credit
growth. Presumably, lending by businesses will be used to
fund investment in additional capacity and help alleviate
infrastructure bottlenecks. Personal and housing credit
growth, in comparison, will appear soft, and probably will
slow under the weight of the RBA’s November rate hike and
the rise in banks’ standard variable mortgage rates—outside
of an RBA rate hike—in early January. While lending by
corporates is move favourable than excessive credit inflated
by household borrowing, the RBA will remain anxious that
credit continues to expand so rapidly.

RBA considered 50bp move in February
Minutes from the RBA’s February monetary policy meeting
last week showed, among other things, that RBA officials
considered hiking interest rates 50bp at their last meeting. The
RBA decided on February 5, however, to hike the cash rate
25bp to a 12-year high of 7%.

RBA officials debated whether to raise the cash rate 25bp or
50bp in early February. The argument in favour of a 50bp
move stemmed from the deteriorating inflation outlook. The
Board acknowledged also that the cash rate in real terms was
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RBA output and inflation forecasts
%oya 

GDP
Consumer price 

index 
Underlying 

inflation

Sep-07 4.30 1.90 3.00
Dec-07 3.50 3.00 3.60
Jun-08 3.25 3.50 3.75
Dec-08 3.25 3.50 3.50
Jun-09 3.00 3.25 3.25
Dec-09 3.00 3.25 3.25
Jun-10 3.00 3.00 3.00
Source: RBA, ABS
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relatively low given current domestic economic fundamentals.
A 25bp hike was judged “more persuasive”, however, given
several domestic banks had lifted their borrowing rates in
recent months in the absence of a rise in the official cash rate.
Furthermore, the RBA decided that further tightening could
be implemented in March, or thereafter, if policy was judged
not restrictive enough. JPMorgan forecasts that the RBA will
hike interest rates 25bp in March and May.

The Board also discussed the weakness in the US economy,
particularly in the housing sector, noting that this weakness
could spread to other sectors as growth in incomes and
spending fell. Other developed economies, such as Japan, had
softened, but developing countries, like China, were
performing well. On financial markets, the RBA noted ongoing
turbulence in currency and equity markets, further write
downs by financial institutions, and rising pessimism about
the global growth outlook. The RBA discussed the policy
responses of other central banks to recent global
developments, noting policy easing in some developed
countries and tightening in some emerging markets.

On the domestic economy, the Board discussed recent data
on businesses, households, the housing market, credit
growth, trade, and the labour market. The RBA forecast that
GDP growth will slow to 3.25% by the end of 2008. On
inflation, RBA officials noted that price rises in the past two
years have been broad based, with both prices of non-
tradable and tradable items rising. It forecast, though, that
underlying inflation would rise to 3.75% in early 2008 and
decline gradually to 3% by mid-2010—holding at the very top
end of the bank’s 2-3% target range.

RBA’s Edey maintains hawkish bias
RBA assistant governor Malcolm Edey, in a speech to the
Committee for Economic Development of Australia on
Tuesday, reiterated comments recently made in the bank’s
quarterly Statement on Monetary Policy, which reaffirmed
widespread expectations that interest rates will rise further.

Mr. Edey acknowledged that the housing-driven slowdown in
the US economy was feeding back into employment and
incomes, but noted several positive forces likely to support
US economic growth going forward—the weak US dollar
favouring exports; the significant fiscal stimulus in the
pipeline; and falling interest rates. Mr. Edey suggested also
that the current weakness in major industrial economies would

have a dampening effect on the Asian region, and forecast
that growth in Australia’s trading partners will slow to a
below-trend 4% in 2008 and 2009, down from 5% last year,
mainly due to weak growth in G7 economies. He restated,
though, that the weakness in developing countries, such as
China, was less pronounced, and noted firm conditions in
other Asian economies.

Mr. Edey said that economic growth in Australia remains
robust and will likely be sustained. In particular, the terms of
trade will remain a significant stimulus to the domestic
economy, with the RBA forecasting that the terms of trade will
rise another 5% this year. Strong demand and tight capacity,
rising commodity prices, and faster wages growth, will
continue to fan inflation, however. The RBA forecasts the
underlying trend in inflation is now around 3.5%, and remains
concerned that rising inflation might feed back into domestic
wage and price expectations.

Wage growth accelerates in 4Q
Wage growth picked up in 4Q, with the labour price index
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rising 1.1%q/q (JPMorgan 1.2%, consensus 1.1%), up from
1.0% in 3Q. Annual wage growth held steady at 4.2% for the
second straight quarter, as private sector wages picked up
(+4.3%) and public sector wage growth eased (+4.1%).

Persistently tight labour market conditions, widespread skill
shortages, and anecdotal evidence suggesting that labour
costs are rising, means that wage growth will likely accelerate
in coming quarters. The threat of additional wage cost
pressure is something the RBA clearly is concerned about.
The February monetary policy minutes highlighted the tight
labour market, but noted that wage growth to date had
surprisingly remained contained. The RBA pointed out,
though, that average earnings from the national accounts had
showed a significant pick up in wage growth, which we expect
will be illustrated by a gradual increase in the labour price
index in coming quarters.

Australia:
Data releases and forecasts
Week of February 25 - 29
Wed Construction work done
Feb 27 Seasonally adjusted
11:30am

1Q07 2Q07 3Q07 4Q07
(%q/q) 3.6 -2.1 2.8 __
(%oya) 10.2 3.0 8.9 __

Thu Private new capital expenditure
Feb 28 Seasonally adjusted
11:30am

1Q07 2Q07 3Q07 4Q07
(%q/q) 9.4 7.1 -6.5 6.0
(%oya) 4.5 11.8 9.0 16.1

Fri Private-sector credit
Feb 29 Seasonally adjusted
11:30am

Oct Nov Dec Jan
(%m/m) 1.0 1.7 1.1 1.0
(%oya) 15.4 16.2 16.5 16.3

Review of past week’s data

WMI leading index
Seasonally adjusted

Oct Nov Dec
(%m/m) 0.5 1.0 0.9 __ -0.2

Labour price index
Seasonally adjusted

2Q07 3Q07 4Q07
(%q/q) 1.1 1.0 1.2 1.1
(%oya) 4.0 4.2 4.3 4.2

Sales of new motor vehicles
Units, seasonally adjusted

Nov Dec Jan
(%m/m) 1.5 1.1 1.6 __ 0.6
(%oya) 10.6 11.6 11.7 __ 7.2
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New Zealand
• RBNZ inflation expectations to worsen this week

• Housing market confidence sliding deeper into darkness

• PPI report still points to inflation pressure in pipeline

In what was a relatively quiet week in New Zealand on the
economic data front last week, the ASB housing confidence
survey showed that optimism on the direction of house prices
continued to weaken. The sharp downturn in New Zealand’s
housing market, coupled with the recent drought, are likely to
be the two key developments in the RBNZ’s rhetoric, which
will be painted in the next monetary policy statement on
March 6. In other data, electronic card spending showed a
substantial 0.6%m/m drop in spending on core retail goods
(excluding vehicle-related industries). Higher petrol prices and
rising interest rates are taking their toll.

RBNZ inflation expectations on the rise
The RBNZ inflation expectations survey, out Tuesday, should
gather some interest in the market. Inflation expectations is a
major input in the RBNZ’s inflation model, and expectations
are likely to have risen in 1Q. Inflation expectations tend to
track oil and food prices, both of which have increased sub-
stantially in recent months. Rising inflation expectations will
worsen the inflation outlook, and keep the possibility of an
interest rate cut off the table.

That said, whilst the inflation trajectory will keep RBNZ offi-
cials on guard, the chances of a further rate rise in this cycle
are diminishing by the day. New Zealand’s housing market
has turned south harder and faster than RBNZ forecasts, and
an unfortunate drought in New Zealand’s major dairy produc-
ing regions is taking a slice out of growth in export volumes.
We expect the RBNZ to downwardly revise its housing market
forecasts in the March quarter monetary policy statement to
reflect a slight decline in house prices—somewhere in the or-
der of -5% in 2008—and a minor cut in export volumes growth.

Housing confidence not so confident
Optimism in the direction of house prices weakened further in
the January ASB housing confidence survey. A very slight
margin of just 1% net respondents expect house prices to rise
over the next year, compared to 12% previously. The survey
is a good indicator of activity over the next two to three
months, and the survey suggests activity will be very sub-
dued indeed.

The ASB survey follows the REINZ and QVNZ housing mar-
ket data which recently showed New Zealand’s housing mar-
ket is crumbling under the weight of higher interest rates and
reduced net-permanent migration. The pendulum has swung
from a seller’s market to a buyer’s market, and all the street
signs are reading ‘buyer’s beware’.

Electronic card spending weak in January
The relatively new electronic card transaction series, compiled
by Statistics NZ, showed a 0.6%m/m fall in core retail sales
purchased via electronic card transactions in January. The
headline retail spending series showed a small gain of 0.3%m/
m. Although the series is still in it’s infancy, the correlation
with monthly movements in the retail trade survey is strong,
and points to very weak spending in January (chart).

Higher interest rates, coupled with rising petrol prices, have
hit the consumer purse. The shock of paying more in interest,
rent, and petrol is now being compounded by the widespread
view that New Zealand’s housing market has turned and will,
at best, track sideways for the next few years. JPMorgan
believes house prices will contract in 2008.
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New Zealand:
Data releases and forecasts
Week of February 25 - 29
Tue RBNZ inflation expectation
Feb 26 Not seasonally adjusted
3:00pm

2Q07 3Q07 4Q07 1Q08
(%q/q) 2.6 2.6 2.7 2.8

Wed Building consents
Feb 27 Not seasonally adjusted
10:45am

Oct Nov Dec Jan

(%m/m) 4.9 5.0 -20.6 8.0
(%oya) -12.3 -1.9 -7.7 -0.2

Wed NBNZ business confidence
Feb 27
3:00pm

Nov Dec Jan Feb

% balance of respondents -19.6 -24.9 n/a -25

Thu Visitor arrivals
Feb 28 Not seasonally adjusted
10:45am

Oct Nov Dec Jan
Total (%m/m) -2.5 2.8 -1.2 __

Net-permanent migration
Oct Nov Dec Jan

Monthly (000s) 1.6 1.8 -0.1 __
12 month sum (000s) 7.5 6.6 5.5 __

Fri Trade balance
Feb 29 Not seasonally adjusted
10:45am

Oct Nov Dec Jan

Exports ($NZ mn) 3369 3373 3677 3700
Imports ($NZ mn) 4142 4001 3644 3800
Trade balance ($NZ mn) -773 -628 33 -100

Review of past week’s data

Credit card spending
Seasonally adjusted

Nov Dec Jan
(%oya) 9.5 7.6 __ 8.6
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• Last week’s indicator flow remains consistent with a glo-
bal economy that is bending but not breaking

• The Fed is still focused on growth risks, and Bernanke is
set to signal this week further rate cuts ahead

• Central banks outside the US view growth and inflation
risks as more balanced, supported by the indicator flow

• Japan posts surprisingly strong exports for January, but
manufacturing softening is still in the offing

There will be blood
The most immediate concern facing the global economy is the
fallout from a potential US recession. The resulting sustained
contraction in profits and labour income would magnify stress
in credit markets that are already impaired. A US recession
also would likely spill over to parts of the global financial mar-
ketplace that have, as yet, remained relatively unharmed. At
present, US growth appears to be stalling, but the economy
has shown little sign of a pronounced shift in business and
household behaviour that would mark the onset of recession.
To be sure, the economy is on a razor’s edge, and household
purchasing power appears to be getting less relief than ex-
pected this quarter from food and energy prices. In addition,
continued widening in credit spreads is thwarting the trans-
mission of Fed easing to private sector borrowing rates.

Against this backdrop, the latest news on inflation provides a
dose of irony, as it reminds us that medium-term global perfor-
mance would be best served by sustained subpar US growth.
Slowing trends in US productivity and labour supply growth
have boosted domestic utilization rates. Combined with the
US dollar’s decline and an even more impressive rise in utiliza-
tion rates across the globe, this backdrop continues to lift
prices of global commodities and other traded goods. Esti-
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mated global headline inflation in January stood at 3.8%oya,
the highest level in almost nine years. Excluding food and en-
ergy, estimated global inflation last month was 2.2%, a level
not seen since 2002.

For the global economy to sustain its impressive run of
strong, broad-based growth, inflation pressures need to be
reduced. The most desirable path of adjustment would involve
a moderation in US domestic demand. If this happens in a
manner that maintains the emerging market domestic demand
engines and raises US private saving, important steps will
have been taken toward a sustained and balanced global ex-
pansion. The alternative path, in which global utilization rates
remain high and growth is solid, would gradually intensify
pressures for a broad shift in central bank policy that woould
threaten the life of the global expansion.

In the US, policymakers’ aggressive actions to offset reces-
sion risks make sense, given the potential for large adverse
consequences of a negative feedback loop between growth
and credit market stress. Chairman Bernanke is likely to em-
phasize this risk in this week’s testimony, laying the ground-
work for additional easing next month. If the US economy is
sliding into recession, policy actions that will deliver a large
midyear tax rebate and a zero real funds rate will provide a siz-
able cushion in 2H08, limiting the depth of the slowdown in
the US as well as the spillover to the rest of the world.

However, if the US economy skirts recession, policy will add
to growth as the drags fade from energy prices increases, de-
clining residential construction, and inventory drawdowns. In
this case, the stage will be set for US growth to move above
3% in 2H08, while keeping core inflation well above the top of
the Fed’s comfort zone.
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The prospect of such a cyclical bounce—alongside still el-
evated global inflation, and an accommodative global mon-
etary policy stance—highlights the bimodal nature of the glo-
bal outlook for 2008. The challenges inherent in a scenario in
which the US skirts recession are a reminder to be careful
what you wish for.

Central banks challenged by data
Although each of the G-3 economies remains at risk of reces-
sion, the indicator flow remains consistent with a global
economy that is bending but not breaking. At the same time,
recent reports on inflation have surprised on the upside, lead-
ing most central banks outside the United States to view risks
as more evenly balanced, or even tilted toward inflation. Con-
sequently, barring a significant deterioration in the indicator
flow or in financial markets, the extent of monetary easing
aside from the Fed probably will be quite limited.

• Even after the FOMC slashed the real federal funds rate tar-
get to less than 1%, last week’s release of the meeting min-
utes underscore that growth remains the Fed’s dominant
concern. The minutes also indicate a growing recognition
that rates may need to be kept low for an extended period of
time. Notably, the Committee lowered its central-tendency
projection for 2008 GDP growth 0.5% point, but raised its
forecast for core inflation 0.3% point.

• In the UK, the resilience of retail sales through January,
combined with a likely climb in inflation to near 3%oya by
midyear, challenges our view that the MPC will ease an ad-
ditional 50bp to 4.75%. Nonetheless, households face mul-
tiple headwinds from sluggish real income growth, tighten-
ing non-price terms on credit availability, and levels of inter-
est rates above their recent norms, all against the backdrop

of a sagging housing market. The most likely outcome is a
marked slowing in spending growth that paves the way for
additional rate cuts.

• In the Euro area, the flash PMI survey for February points
to GDP growth of 1.5% annualized, alleviating concerns
about a sharp slowdown. At the same time, inflation is rais-
ing concern. The upcoming January CPI release is likely to
confirm headline inflation at 3.2%oya, with core at 2.3%.
Also worrisome is a likely acceleration in labour costs, high-
lighted by last week’s steel workers’ pay deal in Germany.
With most ECB commentary aimed at discouraging market
expectations for monetary easing, the risk is that the central
bank will not deliver on our forecast for a rate cut in April.

• In Scandinavia, last week’s GDP report out of Norway sug-
gests that strong growth, record-high resource use rates,
and increasing cost and price pressure all may lead the
Norges Bank to tighten, possibly as soon as next month.
Downside risks to growth appear more significant in Swe-
den, whose economy is more open and cannot rely on high
oil prices as an extra growth engine. Although the recent
rate hike made clear that the Riksbank is still focused on
inflation, the minutes of the meeting (out this week) will
shed more light on the MPC’s thinking. We expect a split
vote (possibly 4-2), with some members dissenting for a
pause and the MPC showing more concern about growth
than the decision alone would imply.

Little relief from the price volatiles
Down the road, the inflation consequences for a global
economy that avoids a US recession are greatly amplified by
the continued acceleration in energy and food prices, the run-
up in the latter perhaps the more pernicious. Conventional
wisdom holds that volatility means that energy and food
should be discounted when gleaning the underlying thrust of
price pressures. However, there is a growing recognition that
persistent gains in these high-profile categories of spending
have the potential to ignite wage growth or inflation expecta-
tions at a time when profit growth is already slowing.

On an over-year-ago basis, monthly energy and food prices
combined outpaced core inflation less than 20% of the time
during the 1990s expansion but for 80% of this decade’s ex-
pansion—shades of the 1970s! If anything, price pressures
were on the rise entering 2008, with energy and food prices
combined rising at the fastest pace in many years.
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Energy prices are increasing more moderately in the current
quarter (versus 4Q), reflecting the slower ascent of oil prices.
This will reduce, but not eliminate their drag on household
purchasing power. However, even if oil prices level off, base
effects mean that they will boost the over-year-ago inflation
rate throughout this year. In contrast, consumer food prices
jumped in January in most parts of the world. Further in-
creases in food prices will likely be fueled by the ongoing
surge in global food commodity prices, which statistical evi-
dence suggests can take as long as 12 months to pass
through to the consumer level. The upshot is that rising food
prices are likely to remain a drag on purchasing power in the
coming months, even as they boost monthly and over-year-
ago rates of consumer price inflation.
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Japan to join global industry slowdown
Exports out of Emerging Asia bounced in January, largely re-
flecting the typical front-loading of production ahead of the
lunar new year in early February. As such, a corresponding
dropoff in exports and IP is projected for February. Surpris-
ingly, January exports also surged in Japan, where the holiday
effect is usually more muted, suggesting that global demand
for its competitively priced, high-end exports may be stronger
than anticipated. This certainly is true with respect to the
Middle East, where governments are engaged in massive in-
frastructure building.

This week’s reports will provide a closer look at the domestic
side of Japan’s demand equation. Indicators of consumer
spending are expected to be mixed, consistent with a subdued
gain in household expenditures again this quarter. The
downtrend in the various business surveys also is expected
to be maintained. Perhaps of most interest will be the report
on January industrial production. Output is forecast to be flat,
accompanied by manufacturers’ forecasts for a decline in pro-
duction in February-March. Having increased nearly 6%q/q,
saar in 4Q07, an expected IP decline in the current quarter
would set the stage for a sharp downshift in real GDP growth
after the surprise 3.7% increase last quarter.
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JPMorgan View - Global Markets
Waiting for Godot
• Markets remain convinced that a US recession is on its

way, if it has not started yet. But conclusive evidence of
such a recession is lacking so far. The US economy has
stopped growing, but has not yet started to contract, which
is needed for a recession. To us, it remains a flip of a coin
which way we are headed. Given this uncertainty, it is not
surprising that bonds and equities have traded in a noisy
range over the past month. In our base scenario, we will
stay in a range for the next few months, until, sometime in
2Q, investors will give up “waiting for Godot,” who never
comes. By that time, tax rebate checks will arrive to US
households, pushing up spending then.

• Investors generally do not put on new positions while in
waiting mode, and are more likely to lose patience with old
ones. This explains last week’s dramatic curve flattening, as
every bond investor has steepeners on. We consider this
temporary and stay in steepeners. It also explains why
credit has continued to suffer while equities are trying to
break out on the upside. Equity investors are heavily long
cash, and the return on this cash is slated to fall as central
banks ease. Banks and hedge funds, as well as their off-
balance-sheet vehicles, remain burdened by uncomfortable
longs and unsold inventory, thus putting further pressure
on spreads. Spread widening is not attracting sufficient
buyers, though, and we thus stay bearish on credit, and
underweight against equities.

• We know asset allocators are long EM assets, and it’s good
to see they are not excessively nervous, as EM equities are
moving in line with developed markets while EM currencies
in a range. We are medium-term bullish on EM equities, fx,
and credit (but not local bonds given inflation risks there),
as fundamentals are supportive and EM is far removed from
the turmoil in US credit. However, the presence of the stra-
tegic EM overweight is keeping us for the moment with
only small longs in EM, focused on EM equities.

Fixed income
• Bonds declined last week, largely as short-maturity yields

backed up, itself the result of profit-taking on steepeners.
We stay long the short end and in steepeners in Europe
and the US.

• The short end of the US curve prices in that fed funds will
bottom at 2.25%, which matches our forecasts. But with risk
still biased on the downside, and a recession likely pushing
this rate to 1.5%, we see value at the short end in the US.

10-yr Government bond yields
Current Mar 08 Jun 08 Sep 08 Dec 08

United States 3.74 3.80 4.00 4.15 4.20
Euro area 4.01 3.85 3.70 3.70 3.60
United Kingdom 4.68 4.55 4.35 4.50 4.65
Japan 1.44 1.30 1.45 1.60 1.85

Equities
Current YTD Return (local currency)

S&P 1330
Topix 1321
FTSE 100 5889
MSCI Eurozone 212
MSCI Europe 1372

Credit markets
Current Jun 08 Dec 08

US high grade (bp over UST) 227 175  
US high grade (bp over swaps) 143 100  
Euro HG corp (bp over swaps) 87  65
USD high yield (bp vs. UST) 737 800 650
EMBIG (bp vs. UST) 294 250 200

Foreign exchange
Current Mar 08 Jun 08 Sep 08 Dec 08

EUR/USD 1.48 1.54 1.55 1.55 1.54
USD/JPY 107 98 101 101 103
GBP/USD 1.97 2.03 2.04 2.05 2.05

Commodities
Quarterly Average

Current Mar 08 Jun 08 Sep 08 Dec 08
WTI oil $/bbl 99.2 86.0 72.0 72.0 76.0
Gold ($/oz) 945 920 920 915 900
Copper($/m ton) 8487 8000 7300 6500 6000
Corn ($/Bu) 5.36 4.90 4.70 4.30 4.80

Source: JPMorgan, Bloomberg, Datastream

-10.9%

-8.3%
-9.5%
-7.8%

-12.7%

Be long. Rising duration supply should keep upward pres-
sure on 5s and 10s, and we thus stay in steepeners, a
widely held position. We similarly hold longs and
steepeners in Europe.

• Last year’s run on SIVs and conduits has become this year’s
run on the short-dated US municipal debt and money mar-
ket. The crisis is purely a liquidity one, so far, but is again
leading to a closure of the money market, forcing issuers to
switch to long-dated, fixed rate issues. Thus further supports
curve steepening, but also raises the risk of banks having to
acquire these instruments.

Equities
• Equities remain in a noisy range on mixed economic and

earnings data, and are set to stay this way for several more
months. We are long against both credit and bonds, as eq-
uity investors appear long cash while specs seem balanced.
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Credit, in contrast, suffers from an overhang of unwanted
exposures while bond investors are long.

• EM equities are largely moving in line with developed mar-
kets, having outperformed them by 1% ytd. We stay long
EM vs developed markets on strong commodity prices and
supportive EM economic news.

• Across sectors, we favour defensive plays, underweight-ing
consumer-exposed sectors such as consumer discretionary
against defensive sectors such as healthcare. Financials
and IT are the worst performing sectors ytd. We project
these sectors to outperform into year end on value, assum-
ing that even if a US recession takes place, it will be short-
lived and contained within the US. Near term, though, these
sectors face headwinds. Financials are heavily exposed to
worsening credit market problems. The IT sector, especially
in EM Asia, is highly levered to the weakening global
growth cycle. Indeed, Asian tech exports slowed sharply in
4Q, and are set to slow further in 1Q. In addition, expecta-
tions of cuts in tech spending by banks and rising costs for
materials are weighing negatively on the sector.

• Growth beat value again last week and is now outperform-
ing ytd. Stay long growth vs value globally. Historical evi-
dence shows that growth tends to outperform value into
recessions. A reversal of this trend takes place in the middle
of a recession or immediately after. This means that the
growth vs value outperformance that started last May has
at least a few more months to run, with recession risks re-
maining elevated.

Credit
• Credit spreads kept widening last week, led again by at-

tempts at unwinding of synthetic structures. The CDS-bond
basis keeps rising, reaching 9bp in US High Grade versus -
40bp one month ago. Further position unwinding should
continue to put more pressure on the CDS-bond basis near
term, CDS curves are set to slowly steepen as 7 and 10-year
structures are unwound.

 • The unwinding of credit structures is driven by both mark-
to-market losses and rating downgrades, but the latter is
likely more important. Indeed, unwinds of transactions did
not increase noticeably until a new rating methodology was
proposed earlier this month. The risk of further downgrades
has risen considerably and we thus see upward pressure in
credit spreads near term. Credit is extremely cheap but in
the absence of positive news and liquidity having dried up,
value investors are reluctant to jump in.

 • In high yield, the primary market remains practically closed
as the unsold inventory of loans and bonds, related to pre-
vious LBO deals, deters prospective buyers. With spreads
close to 700bp, high-yield loans are very cheap vs bonds.
Without any demand for high yield bonds, we believe that
this value discrepancy will be resolved by wider bond
spreads in the next few months. Stay bearish, favouring
loans vs bonds and BBs over CCCs within bonds.

Foreign exchange
• The dollar fell against all currencies except for CAD on an-

other round of poor macro data. We had been expecting
EUR/USD to hold a range (1.44 - 1.49) near term given the
weakness of European data as well, but the PMI reports
suggest somewhat more resilience in Europe. With EUR
longs negligible, EUR/USD could break to new highs this
quarter absent a rebound in US data.

• Peripheral markets continue to demonstrate more momen-
tum than the G-3 pairs since their rates are higher and policy
stances firmer: most are tightening. Combined with supply
constraints pushing commodity prices higher, this means
that AUD, NZD, and NOK will likely be the strongest cur-
rencies this quarter. We are long AUD vs USD and CAD,
and long NOK vs CAD.

• Emerging market currencies are exhibiting notable diver-
gences, with Asia rallying while CEEMEA weakens. The
moves are mostly in line with the regions’ respective bal-
ance of payments positions, but the resilience of Asian cur-
rencies is still surprising in a weak equity market environ-
ment. Throughout EM we prefer cross-rate trades (long
TRY/ZAR, long BRL/MXN, long SGD/KRW) to outright
longs in EM.

Commodities
• Base and precious metals continue to soar, aided by a weak

dollar, supply disruptions (precious metals) and inventory
drawdowns (copper). The decoupling themes may continue
to support both sectors near term but, given doubts around
that view, precious metals are still the better trade for the
first half of the year.  Crude made a new all-time high this
week above $100/bbl, but we see its rise as the least cred-
ible within the commodity complex. Unlike metals, which are
experiencing supply disruptions or inventory draws, crude
stock positions have been improving for the past several
weeks. We expect lower prices this spring, but the weak
dollar environment is an impediment to a quick fall.
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Markets - Australia and New Zealand
• RBA considered hiking interest rates 50bp in February

• Rising labour costs a concern for the RBA

• RBNZ inflation expectations survey out Tuesday

Market commentary
Australia

Last week’s minutes from the RBA’s February monetary
policy meeting showed that RBA officials considered hiking
interest rates 50bp at their last meeting. On February 5,
however, a 25bp hike was judged “more persuasive” by the
RBA given several domestic banks had recently lifted their
standard variable loan rates in the absence of a rise in the
official cash rate. The fact that Board members even debated
a 50bp move led market pricing to suggest a 95% chance of a
25bp rate hike next month, up from 84% following the bank’s
hawkish Statement on Monetary Policy a week earlier.

The RBA minutes also showed that the Board decided that
further tightening could be implemented in March, or
thereafter, if policy was judged not restrictive enough. The
current tightening cycle clearly is not yet over. Our forecast is
that the RBA will raise the cash rate 25bp in March and then
again in May, just after the release of the 1Q CPI data, which
will show another elevated inflation reading. The RBA
forecasts the underlying trend in inflation is now around
3.5%, and remains concerned that rising inflation might feed
back into domestic wage and price expectations.

Regarding wage cost pressures, the minutes also highlighted
the tight labour market, but noted that wage growth to date
had remained largely contained. The RBA pointed out,
though, that average earnings from the national accounts had
showed a significant pick up in wage growth. The minutes
were followed by economic data midweek showing that wage
growth picked up in 4Q, with the labour price index rising
1.1%q/q compared to 1.0% in the previous quarter.

As the likelihood of a March rate hike increased, the AUD
headed north last week. After starting the week at just over 90
US cents, the aussie rallied to a high of nearly 92.40 US cents
midweek, although shed some of its gains to close the week
just under 92 US cents. The local equity market remained
volatile in the midst of the reporting season, and finished
slightly lower on the week. The Aussie 3s 10s curve steep-

ened, meanwhile, with the longer end continuing to follow
trends offshore.

New Zealand

RBNZ inflation expectations are on the rise. The RBNZ infla-
tion expectations survey, out this Tuesday, should gather
some interest in the market. Inflation expectations is a major
input in the RBNZ’s inflation model, and expectations are
likely to have risen in 1Q. Inflation expectations tend to track
oil and food prices, both of which have increased substan-
tially in recent months. Rising inflation expectations will
worsen the inflation outlook, and keep the possibility of an
interest rate cut off the table (chart).

That said, whilst the inflation trajectory will keep RBNZ offi-
cials on guard, the chances of a further rate rise in this cycle
are diminishing by the day. New Zealand’s housing market
has turned south harder and faster than RBNZ forecasts, and
an unfortunate drought in New Zealand’s major dairy produc-
ing regions is taking a slice out of growth in export volumes.
We expect the RBNZ to downwardly revise its housing mar-
ket forecasts in the March quarter monetary policy statement
to reflect a slight decline in house prices—somewhere in the
order of -5% in 2008—and a minor cut in export volumes
growth.

Last week’s housing confidence survey, and electronic card
transactions series showed consumers are worried about the
outlook for housing, and are being hit hard by rising interest
rates and surging petrol prices. In this environment, con-
sumption growth will ease and housing market activity will
continue south.

The market basically tracked sideways last week, despite the
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weakening local data, and our short Kiwi 3 month into 2 year
strangle is comfortably in its range and remains on track. The
NZD also slid sideways over the week, and followed move-
ments in the AUD. AUD/NZD has traded in a narrow 75pt
range over the week, between 1.1400 to 1.1475.

We see the AUD/NZD rising back towards 1.20 on narrowing
interest rate differentials—the RBA is likely to raise rates
twice more in coming months to 7.5%, while the RBNZ is likely
to keep the official cash rate unchanged at 8.25%.

Trade recommendations
• Hold long Aussie Mar08 bank bills vs. short Jun08 bills in

futures. Established at 1bp two weeks ago (with target of 10
and a stop loss at -4), the position has traded to 6bp, for a
7bp gain.

• Hold short Kiwi 3 month into 2 year strangle using strikes
8.75% to 8.55%. Pick up 44pts with breakeven points at
8.99% and 8.31%. The position is back to trading in the
middle of the range.
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AUD and NZD Commentary
• AUD and NZD strengthen against the dollar on commodities

outperformance despite wobbly carry environment

• RBA minutes show a more hawkish policy stance; further
tightening expected from the RBA

• Technicals: AUD and NZD reassert interim rallies vs USD

Strategy comments
• The Antipodeans rallied about 2% against USD, partly

reflecting the resumption of the broad dollar bear trend and
outperformance in the commodities block. The resilience of
the two currencies is particularly notable within a global
backdrop that is hardly carry-friendly, given equities remain
fragile, US data shows continues to disappoint, and volatility
remains elevated. We believe, however, that AUD and to a
lesser degree NZD outperformance is supported by a combi-
nation of positive drivers that are likely to persist near term.

• The big news in Australia last week were the RBA’s minutes.
Key for market perceptions was a passage in which the RBA
acknowledged policymakers debated the necessity of an
immediate hike of 50bps at the Feb. 5 meeting. Their main
concern appears to be the signs of higher inflation
expectations, which could raise “the cost of reducing inflation
over time”.  The Bank’s rhetoric, including the words of
Assistant Governor Edey, leaves little room to doubt a 25bps
hike is forthcoming. The effect of such outcome on AUD will
likely be subdued given economists almost unanimously
expect further tightening. JPMorgan expects a 25bps hike at
both the March and May meeting to take policy rates to 7.5%.

• In NZ the data flow was light last week, with kiwi trading
mainly in tandem with AUD and commodities. The first
important data point over the next two weeks will be inflation
expectations on Feb. 26. Given the role of expectations as a
major input into the RBNZ’s monetary policy decision, this
release will help shaping expectations ahead of the Bank’s
March 5 MPM. While somewhat secondary, building permits
(also out on Feb. 26) will be watched closely as weakness in
the housing sector remains a key vulnerability in NZ’s
economy. While the macroeconomic outlook for Australia
remains a bullish factor for the currency, NZD would come
under pressure should construction deteriorate sufficiently as
to impact the risk-perceptions and policy stance of the RBNZ.

• The RBA’s hawkish posture makes Australia the most
compelling decoupling story among G10 economies. Further-
more, external support from rallying metals and bulk commod-
ity prices, coupled with light speculative positions, should
also help AUD outperform against G10 FX more broadly. In
particular, the rally in gold signals further AUD strength is

Michele Biggi (1-212) 834-4565
Niall O’Connor  (1-212) 834-5108
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likely based on a 0.70 historical correlation between the two
series. We therefore remain long AUD/USD and added to our
AUD exposure through a long AUD/CAD position.

Technical analysis
• A bullish week for AUD/USD with the breakout above the

key 0.91 resistance zone setting the stage for a continuation
of the interim rally. While the advance has developed in an
impulsive manner and suggests further upside, the action
from here will likely be more of a grind higher. For the very
short term setup, the 0.9100/.9110 area will act as key support
and maintain the upside bias. Expect a test of initial
resistance at 0.9300/.9320 area followed by the critical 0.9400
November peak, which should be where prices struggle.

• For NZD/USD, the interim rally phase continues to develop
and should allow for a breakout through the important 0.8110
July high. Note Friday’s advance took on a more impulsive
bias, which seems consistent with additional NZD strength.
New highs would seek 0.8210/.8270 levels. Support at 0.8020
and 0.7955 will now maintain the more immediate upside bias.
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Note: For some emerging economies, 2006-2008 quarterly forecasts are not available and/or seasonally adjusted GDP data are estimated by JPMorgan.
Bold denotes changes from last edition of Global Data Watch, with arrows showing the direction of changes.

Global Economic Outlook Summary

2006 2007 2008 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08 1Q09 4Q07 2Q08 4Q08 2Q09
The Americas
United States 2.9 2.2 1.9 4.9 0.6 0.0 2.0 3.5 2.5 3.5 4.0 3.5 ↑ 2.7 ↑ 2.3
Canada 2.8 2.5 1.3 2.9 0.8 -1.0 1.5 2.8 2.8 3.0 2.4 1.0 1.6 1.7
Latin America 5.3 5.2 ↑ 4.3 7.0 ↑ 5.8 ↑ 3.1 ↓ 3.4 4.0 ↑ 4.5 ↓ 4.5 5.6 6.3 ↑ 6.1 ↑ 5.9

Argentina 8.5 8.7 6.5 11.8 10.4 3.2 4.9 4.1 4.1 4.1 8.5 8.6 9.7 11.0
Brazil 3.8 5.4 4.9 6.9 5.3 4.9 4.3 3.7 4.2 4.1 4.2 4.2 4.2 4.3
Chile 4.0 5.2 4.0 -2.5 8.0 5.0 3.0 3.0 5.0 5.0 7.2 8.2 4.8 3.1
Colombia 6.8 6.8 5.5 6.9 5.0 5.0 5.5 6.5 6.5 4.5 5.4 5.5 ↑ 5.0 ↑ 4.0
Ecuador 3.9 2.0 2.5 4.4 5.0 2.0 1.5 1.0 1.0 2.5 2.8 4.1 3.3 3.3
Mexico 4.8 3.3 ↑ 2.7 5.3 ↓ 3.0 ↑ 1.0 2.0 4.1 4.9 4.9 3.8 4.7 4.1 3.3
Peru 7.6 9.0 ↑ 7.5 ↑ 15.9 19.0 ↑ 2.0 ↓ 4.0 ↑ 5.0 ↑ 4.5 ↓ 6.5 3.5 3.9 ↑ 2.7 ↑ 2.5 ↑

Venezuela 10.3 8.4 ↑ 6.0 14.2 ↑ 11.0 ↑ 5.0 4.0 4.0 3.5 4.0 20.2 24.8 26.6 29.3
Asia/Pacific
Japan 2.4 2.1 1.7 1.3 3.7 0.5 2.0 2.3 2.3 2.4 0.5 0.8 0.7 0.5
Australia 2.8 3.8 3.5 4.1 3.1 3.2 4.4 2.5 4.1 3.6 3.0 2.9 2.4 2.6
New Zealand 1.5 3.0 2.5 2.1 2.9 2.5 2.7 1.8 2.2 2.9 3.2 3.1 2.9 2.8
Asia ex. Japan 8.5 8.5 7.7 8.1 ↓ 6.6 ↑ 7.4 ↓ 7.7 7.9 ↑ 8.1 ↓ 8.0 5.3 5.1 3.8 4.1

China 11.1 11.4 10.5 8.9 9.1 10.8 11.2 10.4 10.4 10.8 6.6 5.6 3.5 4.1
Hong Kong 6.8 6.0 5.3 7.0 5.0 4.0 5.2 5.5 5.5 5.2 3.4 3.4 2.7 3.8
India 9.6 8.7 7.5 8.4 5.3 8.2 7.0 7.5 8.2 8.2 5.5 6.3 5.9 5.2
Indonesia 5.5 6.3 6.2 7.8 6.9 6.0 6.0 6.0 6.0 5.0 6.7 6.9 7.4 7.8
Korea 5.0 4.9 4.8 5.4 6.3 3.0 4.0 5.5 6.0 5.0 3.4 3.4 3.1 3.2
Malaysia 5.9 6.0 5.3 9.7 3.2 4.1 5.7 5.7 6.6 6.1 2.2 3.3 3.8 3.3
Philippines 5.4 7.1 6.1 4.0 7.4 6.0 5.0 5.5 6.0 5.8 3.3 3.2 2.4 2.4
Singapore 8.2 7.7 4.6 5.1 -4.8 6.6 4.1 8.7 9.5 5.7 4.1 5.1 2.8 2.8
Taiwan 4.9 5.7 ↑ 4.0 ↓ 12.0 ↓ 2.6 ↑ 0.8 ↓ 2.5 ↓ 4.5 ↑ 5.0 ↓ 4.8 ↓ 4.5 ↑ 4.0 1.7 2.4
Thailand 5.1 4.2 5.1 5.8 4.0 6.0 6.0 6.0 5.0 4.5 2.9 4.4 3.8 3.0

Africa
South Africa 5.4 5.0 3.7 4.7 3.6 2.8 3.8 4.1 4.0 3.7 8.4 8.5 ↑ 6.5 ↑ 5.3 ↑

Europe
Euro area 2.9 2.7 1.7 3.1 1.7 1.2 1.2 2.3 2.3 2.5 2.9 2.7 2.3 2.3

Germany 3.1 2.6 1.6 2.7 1.1 1.3 1.3 2.3 2.3 2.5 3.1 2.0 1.4 1.5
France 2.2 1.9 1.8 3.2 1.4 1.5 1.3 2.3 2.3 2.3 2.5 2.4 1.8 2.0
Italy 1.9 1.7 0.7 1.7 -0.8 0.5 0.5 2.0 2.0 2.3 2.6 2.6 2.2 2.3

Norway 4.8 ↑ 6.0 ↑ 3.9 ↑ 7.9 ↑ 3.8 ↑ 3.0 2.5 3.0 3.0 3.5 1.4 5.0 3.4 2.2
Sweden 4.4 2.8 2.4 2.4 2.8 2.0 2.0 3.0 3.0 3.5 3.1 3.6 3.0 2.5
Switzerland 3.2 2.8 1.8 3.3 2.0 1.3 1.1 1.8 1.8 2.0 1.7 1.6 1.5 1.3
United Kingdom 2.9 3.1 2.0 2.7 2.4 1.2 1.6 2.0 2.3 2.5 2.1 2.4 2.7 2.1
Emerging Europe1 6.6 6.6 5.7 6.4 10.2 0.4 7.5 5.7 8.4 1.2 8.1 8.6 7.0 5.8

Bulgaria 6.1 6.1 5.2 … … … … … … … … … … …
Czech Republic 6.4 6.6 5.0 5.8 7.8 3.5 4.5 3.5 4.5 5.5 4.8 7.1 5.5 3.0
Hungary 3.9 1.3 2.0 0.8 0.4 2.8 2.8 3.0 3.0 3.0 7.1 5.9 4.3 3.7
Poland 6.2 6.5 5.5 4.9 8.2 4.5 4.8 5.3 5.5 5.8 3.5 4.1 3.8 3.3
Slovak Republic 8.5 10.3 7.0 9.2 17.9 -2.0 6.0 7.0 7.0 4.0 3.3 4.3 3.6 4.0
Romania 7.7 6.0 5.6 … … … … … … … 6.7 6.5 5.5 5.3
Russia 7.4 8.1 6.8 7.4 13.0 -2.5 10.5 6.5 12.0 -2.5 11.5 12.6 10.1 8.8
Turkey 6.1 5.0 5.0 … … … … … … … 8.2 7.4 6.2 4.1

Global 3.7 3.4 2.7 4.4 2.8 ↑ 1.5 2.7 ↓ 3.5 3.4 3.5 3.5 3.4 ↑ 2.8 ↑ 2.6
Developed markets 2.8 2.5 1.9 3.6 1.6 0.6 1.8 2.8 2.4 2.9 2.9 2.7 ↑ 2.2 ↑ 2.0
Emerging markets 7.0 7.0 6.1 7.5 7.0 ↑ 5.0 ↓ 6.5 6.5 ↑ 7.2 5.9 5.9 6.1 ↑ 5.0 4.8

% over a year ago
Consumer prices

                                          % over previous period, saar                                               
Real GDP

% over a year ago
 Real GDP
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Global Central Bank Watch
Change from Forecast

Official interest rate Current Jun 04 (bp) Last change next change Mar 08 Jun 08 Sep 08 Dec 08 Mar 09

Global GDP-weighted average 3.98 145 3.81 3.57 3.56 3.61 3.67
    excluding US GDP-weighted average 4.44 130 4.43 4.19 4.19 4.25 4.35
Developed GDP-weighted average 3.21 160 3.00 2.70 2.70 2.74 2.83
Emerging GDP-weighted average 7.11 81 7.10 7.11 7.09 7.14 7.12

The Americas GDP-weighted average 3.72 145 3.27 3.02 3.00 2.99 3.00
United States Federal funds rate 3.00 175 30 Jan 08 (-50bp) 18 Mar 08 (-50bp) 2.50 2.25 2.25 2.25 2.25
Canada Overnight funding rate 4.00 200 22 Jan 08 (-25bp) 4 Mar 08 (-50bp) 3.50 2.75 2.75 2.75 3.00
Brazil SELIC overnight rate 11.25 -475 5 Sep 07 (-25bp) 2Q 09 (-25bp) 11.25 11.25 11.25 11.25 11.25
Mexico Repo rate 7.50 100 26 Oct 07 (+25bp) 15 Aug 08 (-25bp) 7.50 7.50 7.25 7.00 7.00
Chile Discount rate 6.25 450 10 Jan 08 (+25bp) 10 Jul 08 (-25bp) 6.25 6.25 6.00 5.75 5.75
Colombia Repo rate 9.75 300 22 Feb 08 (+25bp) 1Q 09 (-25bp) 9.75 9.75 9.75 9.75 9.50
Peru Reference rate 5.25 275 10 Jan 08 (+25bp) on hold 5.25 5.25 5.25 5.25 5.25

Europe/Africa GDP-weighted average 4.53 166 4.54 4.10 4.10 4.11 4.28
Euro area Refi rate 4.00 200 6 Jun 07 (+25bp) 10 Apr 08 (-25bp) 4.00 3.50 3.50 3.50 3.75
United Kingdom Repo rate 5.25 75 7 Feb 08 (-25bp) 10 Apr 08 (-25bp) 5.25 4.75 4.75 4.75 4.75
Sweden Repo rate 4.25 225 13 Feb 08 (+25bp) 17 Dec 08 (+25bp) 4.25 4.25 4.25 4.50 4.75
Norway Deposit rate 5.25 350 12 Dec 07 (+25bp) 3Q 08 (+25bp) 5.25 5.25 5.50 5.75 5.75
Czech Republic 2-week repo rate 3.75 150 7 Feb 08 (+25bp)  26 Mar 08 (+25bp) 4.00 4.00 4.00 3.75 3.50
Hungary 2-week deposit rate 7.50 -400 24 Sep 07 (-25bp) 25 Feb 08 (+25bp) 8.00 8.00 8.00 8.00 7.75
Poland 7-day intervention rate 5.25 0 30 Jan 08 (+25bp)  27 Feb 08 (+25bp) 5.50 5.50 5.75 6.00 6.00
Russia 1-week deposit rate 3.50 250 4 Feb 08 (+25bp) 1Q 09 (+25bp) 3.50 3.50 3.50 3.50 3.75
Slovak Republic 2-week repo rate 4.25 -75 27 Apr 07 (-25bp) 2Q 08 (-75bp) 4.25 3.50 3.50 3.50 3.75
South Africa Repo rate 11.00 300 6 Dec 07 (+50bp)  Feb 09 (-50bp) 11.00 11.00 11.00 11.00 10.50
Switzerland 3-month Swiss Libor 2.75 225 13 Sep 07 (+25bp) Jun 08 (-25bp) 2.75 2.50 2.50 2.50 2.50
Turkey Overnight borrowing rate 15.25 -675 14 Feb 08 (-25bp) 19 Mar 08 (-25bp) 15.00 14.00 13.50 13.50 13.00

Asia/Pacific GDP-weighted average 3.61 114 3.61 3.66 3.68 3.85 3.86
Australia Cash rate 7.00 175 5 Feb 08 (+25bp) 4 Mar 08 (+25bp) 7.25 7.50 7.50 7.50 7.50
New Zealand Cash rate 8.25 250 26 July 07 (+25bp) 1Q 09 (-25bp) 8.25 8.25 8.25 8.25 8.00
Japan Overnight call rate 0.50 50 21 Feb 07 (+25bp) 4Q 08 (+25bp) 0.50 0.50 0.50 0.75 0.75
Hong Kong Discount window base 4.50 200 23 Jan 08 (-75bp) 19 Mar 08 (-50bp) 4.00 3.75 3.75 3.75 3.75
China 1-year working capital 7.47 216 20 Dec 07 (+18bp) 2Q 08 (+27bp) 7.47 7.74 7.92 8.19 8.19
Korea Overnight call rate 5.00 125 9 Aug 07 (+25bp) 1Q 09 (+25bp) 5.00 5.00 5.00 5.00 5.25
Indonesia BI rate 8.00 66 6 Dec 07 (-25bp) 3 Apr 08 (-25bp) 8.00 7.75 7.75 7.75 7.75
India Repo rate 7.75 175 30 Mar 07 (+25bp) Jul 08 (-25bp) 7.75 7.75 7.50 7.50 7.25
Malaysia Overnight policy rate 3.50 80 26 Apr 06 (+25bp) on hold 3.50 3.50 3.50 3.50 3.50
Philippines Reverse repo rate 5.00 -175 31 Jan 08 (-25bp) on hold 5.00 5.00 5.00 5.00 5.00
Thailand 1-day repo rate 3.25 200 18 July 07 (-25bp) 27 Feb 08 (-25bp) 3.00 2.75 2.75 2.75 2.75
Taiwan Official discount rate 3.375 200 20 Dec 07 (+12.5bp) 1Q 09 (+12.5bp) 3.375 3.375 3.375 3.375 3.50
Bold denotes move this week and forecast changes
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Forecasts - Australia and New Zealand

2007 2008 2009 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Chain volume GDP 3.8 3.5 3.2 2.8 4.1 3.1 3.2 4.4 2.5 4.1 3.6 2.8 3.1 0.6

Private consumption 4.0 3.5 2.6 1.5 5.0 3.2 4.1 3.2 2.8 2.8 2.4 2.8 2.0 1.6
Construction investment 10.2 3.0 1.3 4.3 5.3 1.9 2.8 4.2 0.5 3.1 2.1 -1.2 0.4 1.4

Equipment investment 7.1 2.4 -2.3 20.7 -8.9 4.2 2.1 8.6 -4.1 0.0 -2.1 -4.1 -8.1 0.0
Public investment 4.0 6.8 6.2 90.3 -8.7 4.2 4.7 5.2 5.4 5.8 6.2 6.6 7.0 7.5

Government consumption 2.7 3.4 2.8 0.7 4.2 2.2 4.4 3.7 3.3 2.9 3.5 2.2 1.8 2.2
Exports of goods & services 4.0 5.8 7.6 2.5 9.4 4.1 6.1 6.1 4.1 8.2 8.2 8.2 10.4 4.1

Imports of goods & services 10.0 4.8 2.6 5.8 9.4 5.1 6.1 2.0 1.6 3.2 3.2 2.4 1.8 3.2
Contributions to GDP growth:

Domestic final sales 4.6 3.7 2.3 5.6 3.1 4.1 3.9 4.1 2.2 2.9 2.4 1.8 1.2 1.8
Inventories 0.7 -0.3 0.0 -1.8 1.3 -0.6 -0.5 -0.4 -0.1 0.3 0.3 -0.2 0.2 -1.3

Net trade -1.4 0.1 1.0 -0.8 -0.3 -0.4 -0.2 0.8 0.5 0.9 0.9 1.1 1.7 0.1
GDP deflator (%oya) 3.7 2.8 2.6 4.4 3.1 2.9 2.9 2.9 2.9 2.7 2.6 2.6 2.6 2.5

Consumer prices (%oya) 2.3 3.8 2.9 2.1 1.9 3.0 4.1 3.7 3.8 3.5 3.1 3.0 2.8 2.8
Producer prices (%oya) 2.1 2.6 2.5 1.5 0.8 2.5 3.5 1.7 2.7 2.6 2.5 2.5 2.5 2.5

Trade balance (A$ bil, sa) -19.2 -22.3 -14.6 -4.4 -5.0 -5.9 -6.1 -5.8 -5.6 -4.8 -4.5 -3.9 -3.2 -3.1

Current account (A$ bil, sa) -65.4 -73.3 -68.6 -15.6 -15.6 -18.9 -18.6 -18.8 -18.6 -17.3 -18.0 -17.9 -16.7 -16.1
as % of GDP -6.0 -6.4 -5.6 -5.8 -5.7 -6.8 -6.6 -6.6 -6.4 -5.9 -6.0 -5.9 -5.4 -5.2

3m eurodeposit rate (%)* 6.0 7.3 6.8 5.8 7.1 7.2 7.3 7.3 7.3 7.1 6.9 6.8 6.8 6.7
10-year bond yield (%)* 5.6 6.4 6.3 5.6 5.7 6.4 6.5 6.5 6.5 6.3 6.3 6.3 6.3 6.3

US$/A$* 0.75 0.90 0.84 0.74 0.77 0.88 0.88 0.90 0.91 0.90 0.88 0.85 0.82 0.79
Commonwealth budget (FY, A$ bil) 13.6 8.5 6.0

as % of GDP 1.3 0.7 0.5
Unemployment rate 4.3 4.7 5.5 4.3 4.3 4.3 4.5 4.6 4.8 5.0 5.3 5.4 5.6 5.7

Industrial production 2.8 0.7 0.8 1.7 -0.5 -1.0 0.0 1.0 3.0 4.0 -1.0 -2.0 -3.0 0.0

*All financial variables are period averages

20092007 2008

Australia: economic projections percentage change over previous period, seasonally adjusted annual rates, un

2007 2008 2009 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Real GDP (1995-96 prices) 3.0 2.5 2.8 3.3 2.1 2.9 2.5 2.7 1.8 2.2 2.9 3.5 3.3 2.6
Private consumption 4.1 1.3 1.6 1.8 1.3 1.2 1.1 1.2 1.4 1.5 1.6 1.8 1.9 2.0

Fixed Investment 3.1 0.4 2.3 -2.9 -0.9 1.6 0.6 0.4 0.5 1.7 2.9 2.9 3.2 4.0

  Residential construction 4.9 -0.8 -1.5 14.8 7.9 1.6 -3.2 -4.0 -8.0 -4.0 -1.6 1.6 3.2 4.0
  Other fixed investment 2.6 0.7 3.3 -6.9 -3 1.6 1.6 1.6 2.8 3.2 4.0 3.2 3.2 4.0

Inventory change (NZ$ bil, saar) 0.9 0.4 0.5 0.4 0.3 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1

Government spending 4.1 5.9 4.0 4.2 8.8 4.4 5.6 6.9 5.8 4.7 2.4 4.4 2.9 2.4

Exports of goods & services 2.5 3.6 4.4 -3.2 -2.3 8.0 5.0 3.6 4.0 4.2 4.5 4.8 5.0 4.5
Imports of goods & services 7.5 2.7 3.0 10.8 0.9 2.2 2.4 2.2 3.0 3.0 3.5 3.0 2.5 3.0

Contributions to GDP growth:

Domestic final sales 4.3 2.8 2.4 3.5 4.4 4.1 1.9 2.1 2.1 2.3 2.3 2.9 2.5 2.3
Inventories 0.6 -0.4 0.1 4.7 -1.1 -2.7 0.0 0.2 -0.5 -0.2 0.5 0.2 0.1 0.0

Net trade -1.9 0.1 0.3 -4.8 -1.1 1.6 0.7 0.3 0.2 0.2 0.1 0.4 0.7 0.3

GDP deflator (%oya) 3.7 3.3 2.8 4.1 3.8 3.8 3.8 3.2 3.0 3.0 2.9 2.8 2.7 2.7

Consumer prices 2.4 3.2 2.7 4.0 2.0 4.8 3.0 2.7 3.1 2.8 2.7 2.6 2.7 2.5
%oya 2.4 3.2 2.7 2.0 1.8 3.2 3.4 3.1 3.4 2.9 2.8 2.8 2.7 2.6

Trade balance (NZ$ bil, sa) -3.7 -5.3 -4.1 -0.8 -0.8 -1.3 -1.3 -1.3 -1.3 -1.3 -1.3 -1.1 -1.0 -0.8

Current account (NZ$ bil, sa) -14.5 -14.8 -13.5 -3.5 -3.6 -3.8 -3.7 -3.7 -3.6 -3.7 -3.7 -3.5 -3.3 -3.0

as % of GDP -8.5 -8.2 -7.1 -8.3 -8.5 -8.7 -8.4 -8.2 -8.1 -8.2 -8.0 -7.5 -6.8 -6.1
Yield on 90-day bank bill (%)* 8.4 8.4 7.8 8.2 8.7 8.8 8.4 8.4 8.4 8.4 8.0 7.9 7.6 7.5

10-year bond yield (%)* 6.3 6.6 7.0 6.4 6.4 6.4 6.5 6.6 6.7 6.8 7.0 7.1 7.0 7.0

US$/NZ$* 0.74 0.77 0.68 0.74 0.74 0.76 0.78 0.77 0.77 0.76 0.70 0.66 0.67 0.68
Commonwealth budget (NZ$ bil) 6.4 5.3 5.0

as % of GDP 3.8 2.9 2.6

Unemployment rate 3.6 4.0 4.5 3.6 3.5 3.7 3.8 3.9 4.1 4.2 4.3 4.5 4.6 4.7

New Zealand: economic projections percentage change over previous period, seasonally adjusted annual rates, unless stated

2007 2008 2009

*All financial variables are period averages
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Australia and New Zealand economic calendar

 
 
 
 

Monday Tuesday Wednesday Thursday Friday 

 
25 Feb  
 

  
 
 
 
 
 
 

 
 
 
 
 

 
26 Feb  
 

New Zealand: 
RBNZ inflation expectation 
(03:00pm)   
  1Q  2.8 %q/q 
 

 
27 Feb  
 
Australia: 
Construction work done (11:30am)  
4Q  
  
New Zealand: 
Building permits (10:45am)  
  Jan  8.0 %m/m, nsa 
NBNZ business conf. (03:00pm)  
  Feb  -25 %bal 
  

 
28 Feb  
 
Australia: 
Private capital expenditure 
(11:30am)  
  4Q  16.1 %oya 
  
New Zealand: 
Visitor arrivals (10:45am)  
  Jan  
Money supply (03:00pm)  
  Jan  

 
29 Feb  
 
Australia: 
Private sector credit (11:30am)  
Jan  1.0 %m/m, sa 
 
New Zealand: 
Trade balance (10:45am)  
  Jan  -100 NZ$ mn 
 

 
3 Mar  
 
Australia: 
Inventories (11:30am)  4Q  
Company profits (11:30am)  4Q  
RBA comm. index (04:30pm)  Feb  
 
 
 
 
 
 
 
 

 
4 Mar  
 
Australia: 
Current account (11:30am)  4Q  
Retail sales (11:30am)  Jan  
RBA cash target (02:30pm)  Mar  
 
New Zealand: 
ANZ commodity price (03:00pm)  
  Feb  
  

 
5 Mar  
 
Australia: 
GDP (11:30am)  
  4Q  
  

 
6 Mar  
 
Australia: 
Trade balance (11:30am)  Jan  
Building approvals (11:30am)  Jan  
Indonesia: 
  
New Zealand: 
RBNZ official cash rate (09:00am)  
Feb  
  

 
7 Mar  
 
Australia: 
Foreign reserves (04:30pm)  Feb  
 

 
10 Mar  
 
Australia: 
ANZ job advertisements (11:30am)  
  Feb  
New homes sales Jan  
 
New Zealand: 
QV house prices Feb  
 
 
 
 
 

 
11 Mar  
 
Australia: 
Housing finance (11:30am)  Jan  
 

 
12 Mar  
 
Australia: 
Westpac consumer confidence 
(10:30am)  Mar  
  

 
13 Mar  
 
Australia: 
Unemployment rate (11:30am) Feb  
  
New Zealand: 
Retail sales (10:45am)  Jan  
PMI (12:00pm)  Feb  
  

 
14 Mar  
 
New Zealand:   
Mfg. activity (10:45am)  4Q 
 

 
17 Mar  
 
 
  
 
 
 
 
 
 
 
 
 
 

 
18 Mar  
 
  

 
19 Mar  
 
Australia: 
BoP imports prelim. (11:30am) Feb  
WMI leading index (11:30am)  Jan  
  
New Zealand: 
Credit card spending (03:00pm) 
Feb  

 
20 Mar  
 
Australia: 
Motor vehicles sales (11:30am)Feb  
  
New Zealand: 
Visitor arrivals (10:45am)  Feb  
 

 
21 Mar  
 
 
 
 
 
 
 
 
 
 
 
 
Holiday Australia,,New Zealand 

Highlighted data are scheduled for release on or after the date shown.  Times shown are local. 



22

Australia and New Zealand - Weekly Prospects
February 25 2008

Analysts’ Compensation: The research analysts responsible for the preparation of this report receive compensation based upon various factors, including the quality and accuracy of research, client
feedback, competitive factors and overall firm revenues. The firm’s overall revenues include revenues from its investment banking and fixed income business units. Principal Trading: JPMorgan and/
or its affiliates normally make a market and trade as principal in fixed income securities discussed in this report. Legal Entities: JPMorgan is the marketing name for JPMorgan Chase & Co. and its
subsidiaries and affiliates worldwide. J.P. Morgan Securities Inc. is a member of NYSE and SIPC. JPMorgan Chase Bank, N.A. is a member of FDIC and is authorized and regulated in the UK by the
Financial Services Authority. J.P. Morgan Futures Inc., is a member of the NFA. J.P. Morgan Securities Ltd. (JPMSL) is a member of the London Stock Exchange and is authorized and regulated by the
Financial Services Authority. J.P. Morgan Equities Limited is a member of the Johannesburg Securities Exchange and is regulated by the FSB. J.P. Morgan Securities (Asia Pacific) Limited (CE number
AAJ321) is regulated by the Hong Kong Monetary Authority. JPMorgan Chase Bank, Singapore branch is regulated by the Monetary Authority of Singapore. J.P. Morgan Securities Asia Private Limited
is regulated by the MAS and the Financial Services Agency in Japan. J.P. Morgan Australia Limited (ABN 52 002 888 011/AFS Licence No: 238188) (JPMSAL) is a licensed securities dealer General:
Information has been obtained from sources believed to be reliable but JPMorgan does not warrant its completeness or accuracy except with respect to any disclosures relative to JPMSI and/or its affiliates
and the analyst’s involvement with the issuer. Opinions and estimates constitute our judgment as at the date of this material and are subject to change without notice. Past performance is not indicative
of future results. The investments and strategies discussed here may not be suitable for all investors; if you have any doubts you should consult your investment advisor. The investments discussed may
fluctuate in price or value. Changes in rates of exchange may have an adverse effect on the value of investments. This material is not intended as an offer or solicitation for the purchase or sale of any
financial instrument. JPMorgan and/or its affiliates and employees may act as placement agent, advisor or lender with respect to securities or issuers referenced in this report.. Clients should contact
analysts at and execute transactions through a JPMorgan entity in their home jurisdiction unless governing law permits otherwise.  This report should not be distributed to others or replicated in any form
without prior consent of JPMorgan. U.K. and European Economic Area (EEA): Investment research issued by JPMSL has been prepared in accordance with JPMSL’s Policies for Managing Conflicts
of Interest in Connection with Investment Research. This report has been issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2001 (all such persons being referred to as “relevant persons”). This document must not be acted on or relied on by persons who are not relevant persons. Any investment
or investment activity to which this document relates is only available to relevant persons and will be engaged in only with relevant persons. In other EEA countries, the report has been issued to persons
regarded as professional investors (or equivalent) in their home jurisdiction. Australia:  This material is issued and distributed by JPMSAL in Australia to “wholesale clients” only.  JPMSAL does not
issue or distribute this material to “retail clients.”  The recipient of this material must not distribute it to any third party or outside Australia without the prior written consent of JPMSAL.  For the purposes
of this paragraph the terms “wholesale client” and “retail client” have the meanings given to them in section 761G of the Corporations Act 2001.  Korea: This report may have been edited or contributed
to from time to time by affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul branch. Revised November 12, 2004. Copyright 2008 JPMorgan Chase & Co. All rights reserved. Additional information
available upon request.

Global Data Diary
     Week / Weekend    Monday       Tuesday         Wednesday       Thursday          Friday

25 Feb
Euro area
• Trichet speech

Hungary
• NBH meeting

Malaysia
• BNM meeting

United States
• Existing home sales

(Jan)

26 Feb
Canada: Payrolls (Dec)

Germany
• GDP final (4Q)
• IFO bus survey (Feb)

Italy: ISAE bus survey (Feb)

Japan
• Shoko Chukin small bus

survey (Feb)

Slovak Republic
• NBS meeting

Taiwan
• Export orders, IP (Jan)

United States
• OFHEO HPI (4Q)
• PPI (Jan)
• S&P/C-S HPI (Dec, 4Q)

25 - 29 Feb 27 Feb
Euro area
• M3 (Jan)

Poland
• NBP meeting

Thailand
• BoT meeting

United Kingdom
• GDP prelim (4Q)

United States
• Durable goods (Jan)
• New home sales (Jan)
• Bernanke delivers

semiannual monetary
policy report to
Congress

28 Feb
Euro area
• Trichet speech

Germany
• CPI 6 states and prelim

(Feb)
• Employment (Jan)
• Unemployment (Feb)

Japan
• IP prelim (Jan)
• Retail sales (Jan)

United States
• GDP prelim (4Q)
• Bernanke delivers

semiannual monetary
policy report to
Congress

29 Feb
Euro area
• EC bus survey (Feb)
• HICP final (Jan)
• Unemployment (Jan)

Germany
• CPI final (Jan)
• Retail sales (Jan)

Japan
• Core CPI (Jan)
• Household spend (Jan)
• Housing starts (Jan)
• PMI mfg (Feb)
• Unemployment rate (Jan)

Sweden: GDP (4Q)

United Kingdom
• Nationwide HPI (Feb)

United States
• Chicago bus surv (Feb)
• Cons sent final (Feb)
• Personal income (Jan)

3 Mar
Canada
• Real GDP (4Q)

China
• PMI mfg (Feb)

Euro area
• HICP flash (Feb)
• PMI mfg final (Feb)

Korea
• CPI (Feb)
• Trade balance (Feb)

United Kingdom
• PMI mfg (Feb)

United States
• Construction spend (Jan)
• ISM mfg (Feb)
• Light vehicle sales (Feb)

4 Mar
Australia
• RBA meeting

Canada
• BoC meeting

Euro area
• GDP prelim (4Q)

Korea
• IP (Jan)

Singapore
• PMI mfg (Feb)

United States
• Bernanke speech

3 - 7 Mar
Japan
• Cabinet Office

private consumption
index (Jan)

United Kingdom
• Halifax HPI (Feb)

5 Mar
Australia: GDP (4Q)

Brazil
• IP (Jan)
• COPOM meeting

Euro area
• PMI services final (Feb)
• Retail sales (Jan)

Japan: MoF corp surv (4Q)

Taiwan: CPI (Feb)

UK: PMI services (Feb)

United States
• ADP employment (Feb)
• Beige book
• Factory orders (Jan)
• ISM nonmfg (Feb)
• Prod and costs (4Q)

6 Mar
Germany
• Mfg orders (Jan)

Canada
• Ivey PMI (Feb)

United States
• Pending home sales

(Jan)

Central bank meetings
• Euro area
• Indonesia
• New Zealand
• United Kingdom

7 Mar
Germany
• IP (Jan)

Japan
• BoJ meeting

Taiwan
• Trade balance (Feb)

United States
• Consumer credit (Jan)
• Employment report (Feb)
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